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Child Welfare: The Adoption Incentives Program 



Summary 

The Adoption Incentives program was created by Congress in 1997 as part of 
an overall strategy to promote safety and expedited permanency for children in state 
foster care systems. The program provides cash payments to states that are successful 
in increasing the number of children adopted from the public child welfare system. 
As currently structured, the program consists of three separate bonus payments, based 
on adoption increases above three numerical baselines. The three separate adoption 
bonus payments are based on: (1) increases in total adoptions, (2) increases in 
adoptions of children age nine or older , and (3) increases in adoptions of children 
under age nine with special needs. States are eligible to receive $4,000 for each 
child adopted over the total adoption baseline and $4,000 for each child age nine or 
older above the older children baseline. States that receive a bonus for adoption 
increases in either the total adoption or older children adoption categories may also 
receive an additional $2,000 for each child adopted under age nine with special needs 
over a respective baseline. In FY2003, 25 states and Puerto Rico received a 
combined total of $14.9 million in incentive payments for adoption increases in 
FY2002. The original legislation expired at the end of FY2003 and was reauthorized 
December 2, 2003 with the Adoption Promotion Act of 2003 (P.L. 108-145). 

Since the program was enacted, adoptions from the foster care system increased 
from 31,030 in FY1997 to 50,950 in FY2002, with a majority of the increase 
occurring in the first three years of the program. This level of increase in foster care 
adoptions during these first three years was largely unanticipated, resulting in states 
earning more adoption incentive bonuses than the original $20 million appropriation. 
As a result, Congress appropriated additional funds to reward the increased 
adoptions. Since the program was enacted in 1997, every state has received at least 
some adoption incentive payments, totaling almost $160 million. States report that, 
because the awards are relatively small compared to their overall child welfare 
budgets, they are able to use their funds in innovative and flexible ways. Examples 
of uses for the bonuses include providing additional studies, training, recruitment, 
and post-adoption services. 

The President’s FY2005 budget requests $32 million for the Adoption 
Incentives program, $11 million below the $43 million reauthorized in December. 
Citing recent analysis of child adoption data, the Administration notes that while the 
overall number of children being adopted has grown dramatically in recent years, 
older children constitute an increasing proportion of the total children waiting to be 
adopted. This fact had prompted the Administration last year to propose an incentive 
payment specifically for older children and Congress subsequently enacted such a 
bonus (effective for those adoptions completed in FY2003). At the same time the 
Administration predicts that the greater number of older children who are now 
waiting for adoption will likely mean a slower growth in the number of adoptions. 

This report provides background information and a description of the Adoption 
Incentives program, with references to recent legislative action, sizes of incentive 
payments earned, and adoption trends. It will be updated. 
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Introduction 

The Adoption Incentives program was created by Congress in 1997 as part of 
an overall strategy to promote safety and expedited permanency for children in state 
foster care systems. 1 The program provides cash payments to states that are 
successful in increasing the number of children adopted from the public child welfare 
system. As currently structured, the program consists of three separate bonus 
payments, based on adoption increases above three numerical baselines. The three 
separate adoption bonus payments are based on: (1) increases in total adoptions, (2) 
increases in adoptions of children age nine or older , and (3) increases in adoptions 
of children under age nine with special needs. States are eligible to receive $4,000 
for each child adopted over the total adoption baseline and $4,000 for each child age 
nine or older above the older children baseline. States that receive a bonus for 
adoption increases in either the total adoption or older children adoption categories 
may also receive an additional $2,000 for each child adopted under age nine with 
special needs over a respective baseline. Data used to determine these three baselines 
and state performance in exceeding them are drawn from the adoption section of the 
Adoption and Foster Analysis and Reporting System (AFCARS), which is 
established by regulation as mandatory for states (45 C.F.R. § 1355.40). 

The administrative structure of the Adoption Incentive program allows all 
qualifying states with numerical adoption gains to receive incentive payments. This 
contrasts with the High Performance Bonus Awards in the Temporary Assistance for 
Needy Families program, which only provide bonus payments to the highest 
performing states, regardless of the number of states showing increases in 
performance. In FY2003, 25 states and Puerto Rico received $14.9 million in 
incentive payments for adoption increases finali z ed in FY2002. States can use their 
adoption incentive payments for a variety of child welfare purposes. States report 
that, because the awards are relatively small compared to their overall child welfare 
budgets, they have a large amount of flexibility in the way they use the funds. 
Examples of uses for the bonuses include providing additional studies, training, 
recruitment, and post-adoption services. 



1 The Adoption Incentives program was one component of the Adoption and Safe Families 
Act of 1997 (P.L. 105-89), which made a series of amendments to the child welfare and 
foster care provisions of Titles IV -B and IV-E of the Social Security Act. The Adoption 
Incentives program is authorized by Section 473 A of the Social Security Act. Funding for 
the program was reauthorized through FY2008 with the Adoption Promotion Act of 2003 
(P.L. 108-145). 
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This report provides background information and a description of the Adoption 
Incentives program, with references to recent legislative action, sizes of incentive 
payments earned, and adoption trends. 

Background and Legislative History 

In the mid-1980s, the number of children in foster care began to climb sharply 
at a time when the number of children who were adopted remained static. Although 
a majority of the children that entered foster care eventually returned to their homes, 
a concern developed in the 1990s about the growing number of children who did not 
return home and were remaining in foster care for long periods of time. At the same 
time, there was a growing perception that federal law needed clarification regarding 
the importance of child safety and that more emphasis needed to be placed on 
adoption when family reunification became unlikely. In response to these concerns, 
the 105 th Congress enacted the Adoption and Safe Families Act (ASFA, P.L. 105-89), 
which is considered the most sweeping change in federal child welfare law since 
1980. ASFA emphasized safety and permanence for children by seeking to ensure 
that children were not placed in unsafe homes and to assist efficient legal procedures 
so that children who cannot return home may be placed for adoption or in another 
permanent arrangement quickly. 

As a part of ASFA, Congress enacted the Adoption Incentives program to 
provide cash payments to states that were successful in increasing the number of 
children adopted from the public foster care system. As originally enacted, incentive 
payments equaled $4,000 for each foster child whose adoption was finalized over a 
certain state-specific base level and an additional $2,000 for each special needs 
adoption above a second state- specific base level. For adoptions finalized in 1998, 
the baseline was the average number of adoptions in the state from 1995 through 
1997. For adoptions finalized in 1999 through 2002, the baseline became the highest 
number of adoptions in that state for any preceding year, beginning with 1997. As 
originally enacted, the law authorized $20 million annually for these incentive 
payments for FY1999 through FY2003 (for adoptions finalized in FY 1998 through 
FY2002). However, the increase in adoptions exceeded initial estimates and 
Congress later appropriated funds above this authorization level to ensure all the 
bonuses could be paid. The law also authorized $10 million to be appropriated for 
each of FY1998 through FY2000, for technical assistance to states and localities 
(with 50% reserved for technical assistance to the courts) to help increase adoptions 
or other permanent placements for children; no funds were appropriated under this 
authority. 

The original legislation expired at the end of FY2003 and was reauthorized 
December 2, 2003 with the Adoption Promotion Act of 2003 (P.L. 108-145). Under 
the reauthorization, states continue to receive credit for all increased adoptions of 
foster care children and receive additional incentive payments for increases in 
adoptions of children with special needs. However, the special needs payment is now 
limited only to adoptions of special needs children who are under age nine at the 
time the adoption was finalized. In addition, the Adoption Promotion Act created a 
third incentive payment, equal to $4,000 for increased adoptions of foster children 
who are age nine or older at the time of adoption. Like the original two incentive 
payments, states will have to exceed their baseline number of such “older child” 
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adoptions to earn this payment. For all three incentive payments the baseline that 
states must exceed is revised each year to the highest annual total of such adoptions 
since FY2002. P.L. 108-145 also authorized (FY2004-FY2006) the provisions 
concerning technical assistance to states and localities (including the language 
reserving 50% for such assistance to courts) to help increase adoptions or other 
permanent placements for children. 

Provisions of the Adoption Incentives Program 

States must meet several requirements to be qualified to receive Adoption 
Incentive Payments . Each qualifying state must have a plan approved under T itle IV - 
E of the Social Security Act and provide health insurance coverage to children with 
special needs for whom there is in effect an adoption assistance agreement between 
a state and an adoptive parent or parents. In addition, the state must increase its 
overall foster child adoptions or its older child adoptions. Children adopted without 
the assistance of the child welfare system are not included in the totals used to 
determine bonus amounts. 

Eligibility Requirements for Basic Foster Child Incentive Payments. 

States are rewarded $4,000 for each child adopted above their overall adoption 
baseline number. For adoptions finalized in FY 2003 , the state ’ s baseline is set by the 
number of total foster care adoptions finalized in FY2002. For adoptions finalized 
in FY2004 and subsequent years, the baseline will be the highest previous baseline 
for any year, beginning in FY2002. The basic foster child incentive payments can be 
obtained without exceeding either the older child or the special needs baselines. 

Eligibility Requirements for Older Foster Child Incentive Payments. 

States may also be rewarded $4,000 for each child age nine or older adopted above 
their older child baseline. For older child adoptions finalized in FY2003, the baseline 
is set by the number of such foster care adoptions in FY2002. For adoptions 
finalized in FY2004 and subsequent years, the baseline will be the highest previous 
baseline for any year, beginning in FY2002. Older foster child adoption incentives 
can be obtained without exceeding either the overall or the special needs baselines. 
However, if a state exceeds its overall baseline it may receive a total of $8,000 for 
each of those older child adoptions that were also included in the overall adoption 
increase (i.e., the state receives $4,000 for the older child who is adopted because it 
exceeded the older child adoption baseline and, for the same older child, it receives 
$4,000 because that child was part of an overall increase in adoptions). 

Eligibility Requirements for Special Needs Incentive Payments. 

Under current law, states are also rewarded $2,000 for each child with special needs 
who is under the age of nine and whose adoption exceeds the special needs baseline. 
For adoptions finali z ed in FY2003, this baseline is set by the number of adopted 
children in FY2002 who were under the age of nine and had special needs. For 
adoptions finalized in FY2004 and subsequent years, the baseline will be the highest 
previous baseline for any year, beginning in FY2002. 2 



2 States may consider a child as having special needs if the state has determined that the 

(continued...) 




